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January 4, 1989
 

Mr. Coinage N. Gothard
 
Regional Inspector General for Audit
 
U. S. Agency for International Development
 
Tegucigalpa, Honduras, C. A.
 

Dear Mr. Gothard:
 

This report presents the results of our financial and compliance 
audit of the Nutritional Program, managed by the Salvadoran 
Evangelial( ommittee fcr lelp and Dovelopment (Comite Evang6iico
.alvadoreno de Ayuda , ensary; 1, CE-AW) , USA] )/LI Sa lvador 
Project No. The covers costs
n19-028a. report the reimbursed to
 
CESAD during the period from Januav.y I, 1987 through June 30, 
1988.
 

BACKGOU ND 

On January 23, 1985, the U . S cOVe nment, through the Agency for 
international Development in El Salvador (IUSAID/E] Salvador)
signed a cooperative agreement with the Salvadoran Evangelical
Committee for Ielp and Devlopment (CESAI)) , tor pro,,iding food 
and nutr it"onal services as we l l as t:ak ig care of gravely
undernouri shed ch il d ren. For ;uch pu uposo-s, [I1;A1 [/E I ;alvador 
c'reed to provide Iunds as follows:
 

Budgeted amounts 

1. Personnel US$1,01,000
 
2. Equipment and service 310,000
 
3. Maintenance 410,043
 
4. Rent 1,056,000
 
5. Purchases 3,371, 000
 
6. Training 180,000
 
7. Contingencies 57,9/
 

Sub-Tot:al 6,396,000
 
8. Handling commission .. 5901000
 



The agreement was signed on January 23, 
1985 to cover the project

operations up to September 10, 1987; however, the project ending
date was extended to December 31, 1988. On May 20, 1988,
USAID/El Salvador not il ed the Executive Director of CESAD that 
funding to the project would end by June 30, 1988. 

The main purpose ol the project was to supply food and 
nutritional services t:o displaced families whose special needs 
had been ina tt ended by ( ove rnmental and non-governmental
organizations. The thlee enral objectives for attaining this 
purpose were to:
 

1. 	 Furni'h _ntritona asss-tance to displaced and relocated per
sons....... _secial1 y 	 those whose _jving conditions jeopardized
t h eirK heal~th. 

The agreement envisaged a regular distribution of a food bas
ket to suppl y a minimum daily intake of 1,600 calories to each 
person within the s:;cattered displaced population, neither re
gistered nor relocated. 

2. 	 Prvoyid(,Io t, h s cia needs_ of vulnerable members of dis-
Plac d. I am i I i e 

To attaiin this objective, educational and nutritional assist
ance centers wou] d be establ ished in placos within reach of 
the "isplace , populat ion, registered or not. 

3. 	 CpOrd in to wit1 gyvrnmont-l Iand privat( insti tqtos to im
proye the i A .;pIa(:od _and I . persons.nvz byent 	 re]o 

Accord no t(,t th. acj -o me 0 , 'EAI) would cooperate with other 
private and 'ooluntiry organizations and governmental institu
tion; in p rvi di og he alth and nourishment assistance to dis
p.aced peron.s
 

The project':; b:;ic ictivities were: 

1. 	 distribution of food baskets among the displaced population;
 

2. 	 provis ion I aily small meiI in conjunction with educational 
activities. I or the 1 siul0V," i:;hed members Of fami.lies located 
in s tUI c Io i ,,.; 

3. 	 implemo t i n ainVOI i()tns If ._(1 ing and reference prograll
Oc ( l~I, Ii 11(1 g , vti , jiln f. i ti I shed ,adtu t;; annrd 

4. 	 implementaticn ol a supervis ion and nutritional survey system. 
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Except for 
beans, sugar, salt and coffee, food to be distributed 
would be obtained from the Public Law 480, Title II (PI, 4.0) Pro
gram. Local purchases of food by CESAD were to follow the 
requirements established by the agreement. Food was to be 	deli
vered at distribution centers within reach of the communities.
 
CESAD was required to maintain sufficient food stocks, for which 
rental of warehousing Iac i ities was authorized in 	 San Miguel and 
San Salvador, so that food would be readily available for 
distribution. The warehouses were to have warehousemen and 
watchmen for the protection and care of the stored food items. 
Physical control was to be i.mplemented by adoption of the inven
tory controls a pp roved by I LA I)' L 'aIvad or. 

As part of the tood di;triiut i(n Iogisti s, educational and nu
tritionalI1'nt ar, i 01tar. ii; 'LA; were oreated where attention 
to the most ,.'nInra bi (i onpo of the displaced population was to 
be concent, i tc h I ,ii inl,inti-., pre- ;chooI children, expect
ant and ntiro ing no - ,'n;ale qirls, persons -ecovering from 
snriou s i 1]noo , p r ;V. 4 I ma I nut r tion symptoms aritd pteuple
 
engaged in h i y ,, .
 

The aigreealnmt Ia;o 'n1 ided in intensi ve nourishment program to
 
take ai ), r' ine 
 ;1ouni shed adu- t.s and children, who
 
weighed I , iii -( ti ttf1,, r normal weights.
 

The e ( 'roLAI) is the official representative of
 
CESAD ,)0 ] .(,i and p,jittIeric"y re I,itod to the agreement.
 
The rjr,(e i',rit (v i 'L;AI '.'itb 11 Iibi n,
lull rop I ity for the n 	. I I i l,,'tin te r'n al i ni . rm, , ; I ; . , itili ,s irll:: 

1. 	 Personnt,, c trict: n] , e2 xcept for professioial staff which 
reCuired priuor IUA ID, 1.;a I vador approval . 

2. 	Design, o0(1,ni tion, impilementation and c,-' luation of all
 
progrm activities,,;.
 

Des iq rl adm i n strat y a n(] accountinq procedures for con
trolling opl tu be undettaken1 under the agreement.o; ertioi(_1; 

4. 	Manaemnt: c u)ndI gelnerated under the acjre(oment. 

All pro Jest aet iv it c i ln(ilh'Iiig tho:s;e .titai ld above, were un
der the atn ye sipelvi; Iil ( [,AII I IaI v Ior and its technical 

assistace, 4111) 1 f-U 111ed. 

The main (2'I,;Ao cia Is participating in pro ject implementation 
we;-e the I() I r'in : 

Ma1' , Ju;w; toi n-one!z Executiv , [ r(ctor 
Ja i Ime A. 'h,I(o(jIn Program Director
 
ColI )! 1fili it i ;t, 'I .iii c General Mlanager
 
Mario tiIII Be tB nzlIltz Finance Manager
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Bruno Alfredo Parada Administrative Manager

Rosa Emilia de Sebaltos 
 Chief of the Technical
 

Department

Francisco Flores 
 Personnel
 
Jose Carios Arias Chief, San Miguel Region
 

AUDIT OV3JCTIYVES AN0 SQPE 

We were engaged to conduct a financial and compliance audit of 
the costs charged to the Nutritional Program, USAID/El Salvador 
Project No. 519-"1,
1fo t ie period from January 1, 1987 through
June 30, 1988. Out ,Gtdit work included the review of the ac
counting records, or-i, iia I rce documentation supporting expen
ditures, the int, n I , .':,rt iN, control and procurement systems
and the procedurs i ,ppi ry 'K'KA[) for controll i ng transactions
 
or icinat ing rom the pro jact .
 

Our examination was perftormed in accordance with generally ac
cepted auditing -tandards nd the United States Comptroller Gene
ra l 's "'-ta,darr,-d; W r Aud. !;! Governmental Organ i zations, Pro
grams, Acti\,iti 0, , d Vun, n'" (1981 Revision) , and included 
such tosts an doanemd ,'r;,t, t determine whether: 

1. 	 The lund accunt:abi I st;tatement for the pro ject presents 
fairly th" ro,.,i pts ind di;hursements fo. the period from Ja
nuary ] , [ION / hrauqh tuna 30, 1988 

2. 	 CESAID'q Anpron , nt print is and internal accounting controls 
were ndIqadl to piar prposes 

3. 	CESAD (umpl iad with Ali'want tierms, applicable laws and regu
1latioans and ti' leaanttars.
t 

We were alsno alort- to si;t it ann am transactions that could be 
indicative at 	 fraud, oitio,. and i I leg expendituires and acts. 

The scope ao ou wor : incl uded the ollowing: 

1. 	 review o doune.ta io- suppaiting cost charged to the pro
ject for nsalaries a;d Iri nja teneo its, vehicle rentals, trans
portat ion 5er;. ic a.,pt:lnn;s ,I commoditie; and agricultural 
input-!;,t .,;wel .a; ot:heha direct costo; 

, 

and acyrrnti i Nd int, in 


2. 	stuly ,and eV,{ ntli a: d tih internal accounting control system 
t Il owe by CESAI) for controlling 

proje t a t iviti,:;; 

3. evaluat ion at the p ocurement procedur-es and practices used by
CESAI) for e ocqt.litiut at qoods and services related to the 
project; 
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4. review of project related transactions to assure that CESAD
 
was 
in compliance with agreement terms and applicable laws and
 
regulations; and
 

5. 	 review of CESAD's handling charges to assure that the amounts 
charged were in accordance with the agreement. 

RESULTS OF AUDIT 

Fund Accountabilit__Stategment 

We 	 were appointed as auditors on May 16, 1988, four days before 
USAID/EI Salvador notified CESAD of the 
 discontinuance and 
finalization of pro]ject activities, thus preventing us from 
applying the fol ]owirg and it procedures: 

1. Physical inspection of food and agricultural inputs delivered 
to the communities. 

2. 	Obtaining assurance that the signatures evidencing receipt of 
the delivery orders matched those of 
the community representa
tives, &s it was not possjiSle tn ,htain 
from proqram officials 
a listing of su(Ih .iqaanures for their comparison with those 
appearing on 2Le del ivery orders. 

3. Review of thn procedures used For the acquisition of goods and 
services, vohicle rent 1 , fr-eight, and personnel hiring. The 
fact that ,:hc ky .t;tli iuvolved in such proceaures were rIo
longer und_ r the emp)yio,ment of CESA) and that no activities of 
such nature took placie a I tor our appointment prevented an 
evauat ion of1 the c00tru ruounding such transactions.
 

Further to t ie above ment m.nec limitations, our audit tests dis
closed that: 

1. 	 CESAD did not have a conl I ict-of-interest policy guaranteeing
that business transactiork.; were conducted on a competitive, 
open and reasonabl1 banis 

2. Veh,,: Ic rentals used by program officials and employees were 
not supported by prior requests and USAID/El Salvador 
approva 1s. 

3 .	 Purchases in excess o f {' ) owere made without the required 
USATI)/F:I al:;lv ,doi approval 

4. No sub;idia y, ra)rd:; H, inventory control existed for 
reviewi LJthe el atud unitt urid value movements. 

5. CESAD did Hot prOPa re a Imn acountabi 1 i ty statement reflect
ing both rei pts I r : ,;AIl)i 1 ,a 1vador and d isbursements 
made diirinq tLe per io I vm January 1 , 198/ to June 30, 1988, 
as well as receivables Irom or payables to 	 USA.D/El Salvador, 
if 	any.
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Because of the limitations and significance of the matters men
tioned in the preceding paragraphs, we were unable to apply ade
quate auditing procedures to satisfy ourselves as to the reason
ableness and appl icability ot the costs charged to the project.
Consequently, the scope of )o work was not sufficient to enable 
us to express, and we (d( not expre'ss, an opinion on the fund ac
countabil ity statement or tt Nutritional Program for the period
from January 1, 1089W to June in, 1988. Nevertheless, our work 
identified certain costs aggreqating 1]0,246,038 and §665,453, as
described in Notes 4 and 5 t:o the fund accountability statement,
which in our.- opi n ion ould i c,.,uus iodered quest i onable. 

Internal Accouting Cntsol and Procuremetystem 

Due to inadequate internal a(_oun t ing contro l and procurement 
systems, we could not: rely n thoe systems to determine the na
ture, timing and extent of the audit t ests and procedures
considered necessary for (xpress i ng an opi n ion on the fund 
accountab i I ity statement. Mir s.tudy and evalua tion identified 
certa i n cond i tions that we be l i eve resu I t in more than a 
relatively low ris;k: that e rors or irregularities that would be 
material in s lat ini to t-,, it ivd accountabi lity statemernt rry 
occur and rot b Vt( 't ea within a timely period. A summary of 
the relevant we Lwqs"s ,etpat:od is presented below: 

- an inadequate accountnq sy:;tem;
 
- lack oI prop)er cont ,,it ur documents supporting project acti

vities;
 
- inadequato seloa t in "I 
 fInnIt: ions in the procurement of 

goods and serv ces; 
- ].ack of spec iI i contr n at-,l polic i es fo r prevent. ing possible

conflicts of ntore,;t and t-ran ., ions with employees and re
latives of ofI i alI:;a nd ,.,1plOyeOS; 

- inadeqcate contrnols; over inventon .e.s of conmodities distribut
ed to the communities; and
 

- inadequa to controls to m:,;niu ,jtimum and c((_onoI itcaI use of
 
vehicles rented and I r_ i(Jht 
 services contr'act:ed for transport
ation of toad and .upp] _. 

Compl iance w ith Agreo, it T'rm,!; andI Appl it:a)1 0 Laws ando 
Regu . onsat. 

Ihe I iitations iminosf () the scope of out work prevented us 
from determining whet h ,r aI I transactions selected for testing
and i tems]; not t:,st ed we it r ,omp 1 i ance w i th agreement terms and 
app]icable law,; anti r 'tlat i n!i. However, our audit tests deter
mined that: I or eft ,a i i ":ipuno.it CElIAI) was not in compliance
with agreement Wt. n:, rt .li caltdble laws and1 regulatiora, as des
cribed in the fol I owIiipage 
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- non-compliance with the general requirements for non-govern
mental, non-U.S. 
grantees, regarding the acquisition of goods

and services, (section 17 
of the general requirements);
 

non-compliance with procurement
the procedures required by

USAID/El Salvador in the agreement and implementation letters;
 

- untimely payment of taxes witlhheld from employees' salaries
for social security and social hous.i ng fund contributions, as 
well as income taxes;
 

lack of approval ofI monthly per diem allowances paid to pro
ject officials and curtain CESAI) officers; 

in addition, 
it. wasi not puoss,:;ible to examine documentation sup
porting certain itn .; pert, ini n to the liquidation of inven
tories slho ,iici thl- pi() CWS tund acc(.)tintab ii cy statement as 
of June 10, 10 8. 

USAJIDiE Nolvatlo'r 's piy",i inventory a'l show:; fixed asset 
shortI all I ci l,,,or ,'1rtoin item:; c! ixed assets. 

As described elsewhere in this report, We founda Iso certain si
tuations which cuuld be 
indicat ive uf irregular accounting proce

wh ich ac, 

attention of the I General 


dures and ,,ore discus d i n a separate report issued to the 
<egional spepctor for Audit (RIG/A/T).
 

MANAGEMENT COMMEN'!TS AU ES POA NU I)TR RJOB SE: 

_gacground. (A I .l , , I t0,,hei.C 
 prugiarl was tero 'ii.naOted by
USAID/E1 aN , tnie, .; mo i ', , ,l'.;ec erc, in this report, and
this was the list day 1c Iottin auit fied work in CESAD's oifice. 
On July P.,, ,aI, ir, t then audit representation letter,

includiml tin maito I il w,' ; 101 to
ivred CESAD officials
for their accepta; ic 1 o i i o-n. On Au u st 18B, 10 83 the CESAD
 
repreentat ionI ,,iit vod hy rlric, WaLerhouse, thec with
exceptioiisn al oH .iL ,; I i cd nuolow, .lIy (2::'cuted oy Mr.
ManullU (u .1 . tli none, )d)(,t Ca Antonio,l, li 0 1 lots Bautista,
Executive 1)1 ectcx lcd f.ra I ManagerCI- of, the project, 
respect ivel y.
 

CESAD'_s L>:ec t: i ye _[_ rector comments to the representation letter 
.gnLmajor find ings; 

I. Price Waterhouse findinq: Listing theof authorized
 
signature,s of cormunity representat:iwyes receiving deliveries 
of foodstufIfIs cou .ld not be obtained. 
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CESAD comment: The program required authorized signatures for
 
community representatives who could 
 sign checks on bank
 
accounts. The listing ment ioned by the auditors was not asked 
for by USAD/El ; I vadol representatives. The USAID/El
Salvador Rural Development 01 Iice was provided a listing ot 
the Board of ) i rec torr ' . -!omiilunity representati.ves who also 
signed for receipt loodstf.s and other inputs. 

Price Waterhouse 
response : The 1 ist: i ng furnished to the 
audi tors d i d not qhow the s ignatures of the authorized 
representat ives I ,1 ra'< i pro ii loods tUnI. oard other inputs.
The list. q rc1.0iva s i 1111;iginq (hecks only. 

2. 	 Price Waterhouse finding: Contra ct: o:upporting rentals and 
transportat-ion did not support t:he reasonabl eness of the 
transact i onls. 

CESA) comment: Due to the urgency 0l toe project , the
situation in the, c(unt r ond tha' S';oci -jul itica] conditions,
b id: ,'-.I- not :t nod.. e projeoct'; focused onI hFIC 	 management 
urgency, 
 ., so,- rseI c , rospan: i i ty , eo iciency and 
capabli I t; d :(rJli i the(:1 V,_, o ofer soi ice without 
intenti j to oval1: :spoc i I I, tanm 1I i us L- i nst i tutions. Other 
transo-tat iion i n:t ;iit: 1)0 woro cnonsu ted for the pos sibi] ity
of pr)ovidinq onucl. . ,'1 :;I soervicos; howover, they werea ma , 

wil l]ing to po . i 
 :n :t ation only to pl ace; where no risk 
or da ger 'xisl i, i. ". Ki Salvdor and the wotern region
and not ' mid oin 1t. i wt,,: ,rn 10 io o1 the country. 

allic'The titide" '/ I 1 ' , l.co l;-karaIo>: , 0aKC(')tiit i 5ntrecords
and (doI iv o ir(. t, ( 'i:ia-ili i,a :!; t., prop er, u;e:ijIppoIt of i n 
kinrd cnt r iit i l i 	 w c.n foct i; that wereImaU t 	 services 

provided. 'V,, 'i.;,a ; , ; , At - at- h i iq v,.d10 I ; in route f ram 
the Ac-a) ,,lIth- t , w I (l(o-11a(a ;, and i ram there to theu 1 1 I''' 

commu nit 10 11 -4W;. t
. 11., pvtijtJ I in 'At: roctod monitors who 
consi:t,:ni0 ly pl, I( I ai laysIi i I i pact ion:; and rece ived 
cl.aims, t r-oan t a,:;'M ro Ii a . ',5). 

Price Wa t.lor'|l l:;t- *:;p ;a u I 1 nOd i 	 'is ba sod ()il the I act
that s f11 I - a'111 .-tli ' i l; J WI iOta t ;'<'1n 1 ni (:onlat 'cts W-er 
not .VaJ,ad' ,o. t ,' ' r 0 1' 1 I ,approptij t j'loc'u remerTt: 
pl'oca (fill'; ;,'t I al " . 

3. 	 Price Waietrhouf:;f, i ( Indting:a'I ti r,:; ] ,il thtusti t i ' usage of 
reital vOlhiIla., a -a'lr:t nal. 

CESIAI) '()InrIIIt,: ('F,.Al)'; lli g(Jller, j1 1 t .Iiad45 I'uil s ]a' to 
coitrol I1'1( pi(loIi, tAO' iv:;(! of v._hirlns by to .:i i cat stlf f,
superv.'' Jo; uv l rolilter f o0r the Var jo:; tas;k:; damanded by
the program. 
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Pr~ce Waterhouse response: This information was not made
 
available to the auditors.
 

4. 	Price Waterhouse finding: There was 
a lack of an appropriate

inventory subsidiary records-kardex,
 

CESAD's comment: CESAD acknowledges that the inventory

subsidiary records-kardex were not properly kept; all related

information was not 
posted. However, the warehouses worked

only with quantities and the accounting department worked with
 
amounts (total quantities-value). 

.,. 

. . 

Price Waterhouse response: The procedures followed did not 
 j
provide for proper tracing of warehouse issues and
 
reconciliations with official accounting records.
 

5. 	 Price Waterhouse finding. Price and cost analysis was not 
made on bids to decide on the best offers. 

CESAD comment: The procurement committee composed of the

Executive Director, Program Director, General Manager and the

Finance and Chief Accountant received, in most cases, three

bids as required by the agreement and project implementation

letter No. 6. These bids were always available to the
 
procurement committee to decide on the best offer based_ on

quality, availability, prices and prompt delivery.
 

Price Waterhouse response: The above representation is
impossible to validate since the 
referenced documentation was
 
not made available to the auditors for their review.
 

6. 	Price Waterhouse finding: The inventory balances of 
goods

returned to USAID/El Salvador were not confirmed. 	 . 

CESAD comment: Copies of inventories returned to USAID/El
Salvador were 
furnished to the auditors afterwards.
 

Price Waterhouse response: The information was made available
and reviewed subsequent to the field work completion: however,
 
not all documentation related with agricultural product

inventories were furnished for review.
 

7. Price Waterhouse finding: Transportation services amounting
 
to 
 C2,474,805 were procured under conditions indicating

possible conflicts of interest.
 

9.5 



CESAD comment: Management acknowledges that personnel
contracting and procurement of t ransportation services and 
vehicle rentals amount:nq to ;P,474,805, in certaii aspects,
circumvented the gene al p,lI cy but, without confl icts of 
interest. In general, mou 1(1ment bel ievOs that proc arement as 
well a; pr;onnel (: t ,atI 1uIg w,,; fulI y approved Ivy project 
impleomunt-t tion let-t.u-n .nd (oor-mespondenc,.a .t-11 

Price W t- ri isO;e ( s!,pons:;e; Speci aiuthor izatJon, re'quested 
by 	the auditors'were nut mIde dvd ilable. 

8. 	 Price Waterlou:;, finmdin(:J . IS and otherl)odStI pI (CLIrements 
amount: i to Ce, 020, 7 3,1 wer aclt ii (1d w i thout i,'gu .i med prior 
approval ; ; I1 Il 	: dotm o. I .ran!.,ction:. in ''Xcess of 
;20, 0(0). 

C(,1.SAD) c mmnent.: ?1anarqjeiimem t poi it:d '-)ut .ilt 1i li oodstuff 
procutir'+uI(.tr:I, w,.i e apprnv, l I e.ttlrs of 13, 1987April 
execut h1 Mr',. Inrns HKA!l)/FI Sal vado Hium ces andt .	 m11,11, 

lhuma itm 1 i(nn Asskin;tI:c,. H)irf,*tu:. and May 7, 15.'o/ ,::cuted by
Mr. fa'yrai K. IL:ych P ro] 1 MaInnqer 

Price Wator-(;)U:;(, rtts;po e: The b mebnti1o o d I(tt rs do notii 

show spec i i pprova I for each o f the piocurement 
transactions in excess of 1 20,000 as it is callud for by the 
agreement.
 

Draft report deliveryand e.t conferc: 

1. 	 On October 5, 1988 an En-glish version of the drtlt audit 
report, reviewed by PIG/A/T representatives, was doLivered to 
CESAD'.. Execut i v DI)irector , Mr . Manue 1 de J. Qu i nonez. 

2. 	On October I o, POW l-e, It Irs I ,tod '(:;panish v.,75 ,u of the 
draft aud it. rtp rt w:, (oi ivred to CESAI) Execut ivy l)i rector, 
Mr. Minel (, 1 . QULi rOlls'Z. 

3. 	 On Octoberi ](,, 1988 M : lanuel de , . Quifibne. 1m,,.;sud away, 
without having in opromt ,ni 'y to atitend the cait conference to 
discus:; tire dir It audilt report. an was schedu lI. for the 
following week.
 

4. 	 On November 5, 1.988 Mt. JOse Leon LOmus assumned tl,.tposition 
as 	CESAD's Executive Director.
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5. On November 15, 1988 an exit conference was held with
 
representativos of O'ESA' 
 Board of Directors, USAID/El
Salvador, RIG. A, I "vi H j ,: Waterhouse to discuss the draft 
report. CESAI)'P represontot ives stated that they were not in 
a positi on to di swuns ,the report s ince they were not 
acquainted w i t h CESA).- past ,)perations. The CESAD 
representative; rcinsn !W: payment of additional funds of 
approximately 0)500, (H,( w Iunpa i d ha Iances to creditors 
related with the projecit. 

RIG/A/T represertrat Ivs ririd cated that a written response to
the drait audrt repor' nds required by November 25, 1988, if 
CESAD wanted t, :hit . tiLen comments (CESAD had already had 
more than io days). ar Nvembei 22, 1988 CESAD sent a letter 
addressed tw orhr, th Req ionU i tie inspector General at 
TegucigalpIa, ni T,O si nrce the officialcat i( t CESAD that 
executed thp, .i i h. passed away not(,iyir . had was. it 
possible to c larify i nn moint on the draft audit indreport, 
that the prieent },,' i, h rector Mr. Jose Le6n Lemus did 
not know ri-i, mvl: i-iual ion of questionable coststp. r<o s 

reported Ly .t- -t, j,
tie n iiii ,E;AI) acknowledged that 
some mint: ,n ii i -. . it :; ma.y have occurred on the part 
of the L'I N1J10 j. I he project.i .

The present IhsAmHinpesent.vos be lLeve that the institution 
Pas certain ,'poni. iI ins. bit the officials that managed
the projec o itp.-:i; r, investigated. Also, they believe 
that the p ot i,. nit provided transportation services should 
be inveg,f i d t "dn 

Thp ent ire text f CESAD's responses are included in 
Appendices I and I. 

USAID/EL SALVADOR MISSION COMMENTS 

The entire text of 6WAlo/hli Salvador mission comments is
 
included in Appendix Ill.
 

Price Waterhouse has considered USAID/El Salvador comments and
 
adjusted app] icable figures in the final report.
 

V Ir14, 



Price 'le-Iferhotsie
 

NUTRITIONAL PROGRAM MANAGED BY THE
 

SALVADORAN EVANGELICAL COMMITTEE FOR HELP AND DEVELOPMENT
 

USAIDZEL SALVADOR PROJECT No. 519-0281
 

FUND ACCOUNTABILITY STATEMENT 

January_ L98.throughhJune 30, 1988
 

AUDITOR'S OPINITON 

We have performed i I iniancial and comp] iance audit of the fund 
accountability statem..ntt tf t-hc, Nutii. itional Program managed by
the Salvadoran Evange I i .cal iommi ttee for- He I p and Development
(CESAD) USA 1/El S']vaidor clo)-_ct No. 519-02811, for the period
January 1, 1987 to June 30, 1988. Except as explained in the 
following paragraphs, our examination was made in accordance with 
generally accepted auditing standards and the United States Comp
troller General's "Standiards for Audit of Governmental Organiza
tions, Prorams , Act ivities, 
accordingly, inc luded such 

and 
tests 

Functions" (11.981 Revision) 
of the accounting records 

and 
and 

such other auditing procedures as we considered necessary in the 
circumstances. 

1. 	We were appointed as auditors on May 16, 1988, four days
 
before USAID/F] Salvador notified CESAD of the discontinuance 
of project activities. Due to this sic uation and because the 
main project activi t.ies had already been undertaken, it was 
not possible to physically inspect and oversee the distribu
tion of products to the commUnities, nor- were we able to 
secure a listing of the authori/zed signatures of community re
presentatives for- u!; to compare them with those appearing in 
the product shipping orders and ascertain their delivery to 
the intended hoenefi :iarjes. 

2. The internall ntV r I ;ystm (Ii d not prov ide for an adequate 
segregati.on ()i i inct ions . Al.;o, certain de'iciencies in the 
invent-ory contrui ticord:,s pre(,()-!vented us from pa2rforming an ade
quate analysis- of iin it:and value movements. 

3. 	Supporting (1,2 m(I:ta n , in genera 1 , was found to be 
inadequate to th, point th,at nio adequate audit procedures 
could be i,,d toppto determina whother the acquisition of goods 
and servicet" h,,I f);en ma d ,-an a competitive and open basis, 
for securing tihe mro:;t advantageous condit:ions for the project. 

4. 	No contracts ,r4c, ,;i(gned support:ing irental terms and rates for 
vehicles used in th, supervision of project operations. 

12
 

http:segregati.on


5. 
 Our audit tests disclosed certain situations or transactions
 
at variance with Section 17 
(a) of the General Requirements

fo -o-goenetl, 	 6f-IJ.S.'grantees', -for the acquisitionof goods and services, which governs conflicts of interest
 
policies that could significantly affect the propriety and
 
reasonableness of the transactions reflected in the fund ac
countability statement.
 

6. 	 As mentioned in Note 5 to the fund accountability statement,

the 	 liquidation of inventories 
on hand at the project's

conclusion, in the amount of e665,453 
and fixed assets of

054,466 was not satisfactorily supported or documented.
 

7. 	 Appropriate explanations on the final disposition as of June
 
30, 1988 of accounts receivable, inventories and transitory

accounts for an aggregate of P117,985 could not be obtained.
 
Also, we were not able to obtain confirmation of the major

balances payable at that date.
 

Because we were unable to apply adequate auditing procedures re
garding the costs charged to the Nutritional Program managed by
the Salvadoran Evangelical Committee for Help and Development

(CESAD), as noted in the preceding paragraphs, the scope of our
work 	was not sufficient to enable us to express, and 
we do not
 
express, an opinion on 
the accompanying fund accountability sta
tement for the period from January 1, 1987 to June 30, 1988.

Nevertheless, we identified certain costs 
described in more de
tail 	in Notes 4 and 5, that in our 
opinion are considered ques
ti ble.
 

September 28, 1988
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NUTRIIIC~iAL PROGRAM MANAGED BY THE
 

SALVADORAN EVANGEL ICA{ 
 COMMITILL (OR HELP' AND DEVELOPMENT
 

USAID/EL SA. VADO PROJECT No. 519-0281
 

FU iD ACCOJNTAOI L Y__. 
STAt E.MENT
 
_
Janua r_ . .' , Ju9 30, 1988 

(expressed inr 5,'..'Tral (10toes- Note 2) 

Explanation
 
Buoget 
 of question

balance Question- able costs
 

(Note 6) Amount able costs (Note 4)
 

Cash on hand as of January 1, 1987 
 i 353,265
 

Receipts for the period January 1, 1987
 

to June 30, 1988 
 15,853,160
 

Insurance proceeds 
 158 064
 

Total cash available 
 16.364,489
 

Expenditure; charged to the
 

project (Note 7):
 

Personnel costs 
 9 2,680,720 5,912,087 It 27,150 a and f
 
Equipment and services 
 681,085 495,730 73,406 b, and I
 
Maintenance 
 724,960 833,340 32,908 g,'h, k, m and n
 
Rent 2,555,360 2,9"5,889 2,474,855 c, d and i
 

Local purchases 
 10,532,585 6, 749,450 6,620,734 e
 
Training 
 728,305 .'/, 95? 92,200
 

Contingencies 
 264, 315
 
handling charges (Note 3) 
 1 -65.0 0O 1,465,b72 924 785 0 

Total expenditures 
 119 81/,.83L 16,620,320 _10,246,.038
 

Excess expenditures over receipts 
 255,83I
 

Less - Assets paid with project's
 

funds :
 

Accounts receivable 
 1,928
 
Merchandise in transit 
 95,259
 

Transitory accounts 
 20,798
 

117,985
 

Balance in favor of CESAD 
 9 137,846
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NUTRITIONAL PR0GRAM MANAGE B _TIHIE 

SALVADORAN EVANGLJ CAL CUMM I PI:L V.OR l1LI; AAND EVELOPMENT 

USAI1 LVELAI VIJI< .L 1 , 1M-1OPROJ TNo. 

TO THENOT ES _ 'I9 FIND AMUTiAUB1I.1A'TY S TAT EMENT 

__ .ry 1, 1 081 through JUne 30 .. 88 

NOTE 1 - SUMMARY OF AC')'O110; 11,UICIES: 

The signiI uuOt VAW, t . ii,' ,11nd practices adopted by 
CESAD for the Nt it <.if,,no ilii tin () t necessarily reflect the 
application d, unurimt piw i innlic, qenerally accepted in the 
United States M Ann . ;ummary such follows:, A of principles 

Basip~~of acontn -

The accrual ls S of account i ng is fol lowed for recording 
expenses, hut r-ecei1pts are generally recorded as col1ected. 

Inventories; -

Inventore:; consist mainly or agricultural inputs and supplies 
for di;t-ri lot i on to communities. Purchases of inventory are 
recorded a.r tproject costs d nd reported to USA 1)/EI aSalvador tr 
re imbolrn: nt at the time of purchase. 

Fixed asset acqulismitions are charged at cost directly to the pro
ject and no depreciation is taken. 

NOITE 2 - t::XCtIAN;F PATE AND RLGUIATIONS: 

The book:, of r0cord of CtUSAIb ,are kept in Sal vadoran co).ones, de
noted by th e sy, t " iI n, , :ompa ny i ng statement. On January 
22, IMih, -l, rat . -1, xcwpI rhe Salvadoran currency was m. 
tablished it ,. uu Lc oi ., 

NOI_'L3 -. tANI)IIN(; CHtAIG_-;: 

Accord inq to the agreement, CESAD i5 authori zed to charge a fee 
ot 0! TW Ai 1 et ,,a lisbursed, excluding equ pment, ser
vice s and con t n i mpensat Ion for managiIng the pro
ject.
 

_NOTE_4 -< QUET. ! [DN:A BIAK CO{ l S: 

A summary of certain questionable costs charged to the project is 
presented in the l1lowing page: 
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Reference Component 


Non-compliance with
 
aqreement terms
 

a. Personnel 


b. Equipment 
and 

services 

C. Rentals 

d. 

ExpLanation Amount
 

CESAD paid an uniform, flat ner
 
diem allowance to program of
ficials. This did not comply
 
with the A.I.D. 's policy of
 
requ I r ] nq submi ssion of a re
port I, ) Ictll expelns';es in-

CLIFk I . No o " (J i i I nOu1ro
 
dOCUNrl t it IlO1n l r t of
(,)lo 

, Wthe -. j, r:,( w, I illd, ald 
they w ,xe, not Ipproved by 
IISAI ), FL .(i I v,lor. e 19,950 

No Iv,, r )I , o>f Appo()',vi I by 
UISAI I) FL1 0 1.,t01 :(uI Id be 
lounld )t he j"ii' of three 
air coniit i(mnirn unnit :1. 18,940 

Freiqhlt ., used h,/:y ,LSAD
 
were ,pro
videde ' ' '1Isr,;olr t, de Carga 
La F I es aIl I 'l ru:';p irt us Cen
t ro litrm .:uVIw ttnlohiIt pr i or 
USA IDI,, : h , Iv i aiiprovo I . No 
ev i dc . - w (,iin I lhtt open 

COmuOt it o ii b11n 1. ;ed to 
acqli I I :;,,rvi,,,; T;fTThis 
w ar; lik)t i ')1m) i i rnc with 
sect iOfi 7 ,) I li, (k -e'l ralo ,() 
Requ1 , r0t- ; ! i I II-3ove rn1
meruti l , Non- .; (3 ,nter;. 1,889,405 

Veh l rentIl fery i 1e; used 
by CbAV were povided by in
divi.L I,i '4 it h(b It I orma1 
contrl 't . 1Ihe:, 'n:w,(. were 
mo;t I y I ,' (I]i ll (I/,J ' t o1re 
a lly !. f,l VJ l(I ' I' il )1 1(1 0 d' Indllt 

Wit ti (1t t he1. lpl(t )v, I ol 
US A II),' F t, V,1 ' II i, W,U;
not I -,, TI I vi ,riI Ii ; I;on 

Ion (,I, )I tIll ' ' 
ment , I ()I NonI"+(''l'l~+'l~ 

N' o l + - tl ..' ( -, i i t :+. .-. .-. -aLL .. Q _ 

Carried-f orward . . . 2,212,695 

I. ' 



Reference Component 

e. 	 Local food 
purchases 

Unreasonable Costs
 

f. 	 Personnel 

g. 	 Mainte-
nance 

Expl ati on 

Brough t -orwa rd . .2, 

Local fo od 	 purlchases exceeding 
20, 0 I or each transaction 

were made 1w r i flg the period 
I rum A1 i I throuqh :;,optembcr 
198V, without priAor HISAII/E1
sal 	vad aprova I , aw as re
quired by Soct ion I I o im
p ement .t ion 1et te; No. 6 
dated Mly 7, I9q7 . Tnh( 

ag I efwlll( I t'erIll,;tli. , IdI (A hor 

i r req.ii I ,ii ('0ol( i t. i on; noted 
regard inq til, u.rllc h 'i :;e s . 

Salary 'Aid tW K izaibeth Ra
mirez irore [ovimbr 1(, 1987 
through May 1,1)'18, with
out proper ev i #iwe tliat the 
services were atw( Ily render-
ed. The I ost h" 'k wi: not 
claimed by thi:; r .V. ( 

1. 	 Duri 1n tlo, pfrf)n'I Ilrle Ja
nuary 1, In1 t h -w h May 
3KI, lQH.V repa[irsi to0 leas ed 
veh] cl es, were ho-qged to 
the pYoI ouet . '[w ;,. iosts 
Wei It. ' 2 I Is'ld,(I I I il0 l iremib is,"A, .(( i i r)l t ,:_i "rtq;

rip0 1) c; ~ Ir( A I D/ EI 
So.,1 I I 1 1 I,A I a .rethet payt iln<'llt' , ill q(I s".t i oil: 

tax |ne1ate ay i ,n t. 
P- 71382 1 ,93
 
P- 140"l 1,9v
 

_11-73T 3,431
 
P-	 73545 606 
P- 16501 3,497
 
P- 53254 4,567
 
P-109519 3,447 
P- /3110 220 

Carried-forward 
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Amo nt 

212, 69b 

6,620,734 

7,200 

. 21,677 

g8,862, 306 



Reference Component Explanation 	 Amount
 

Brought-forward . .8,862,306 

h. 	 2. Disbursements for gasoline
 
consumption for vehicles
 
not used or assigned to
 
the project:
 

Car -plate Consumption
 
P-54714 J1,485
 
P-73382 2,043
 
P-80401 166
 
No number 471 4,165
 

Rentals 1. Vehicle rental arrangement 
with Sure Rent-Car were ma
de w i thout properly eva
luating lease vs. direct 
purchase. Also no quota
tions f rom other suppliers 
were obtained for select
ing the most economical 
rates. 

The lack of appropriate do
cumentation does not permit
 
determining whether the re
lated expenses were justi
tified. 	 199,850
 

2. Payments ior trdnsportation
 
services for products 	 were 
not supported with evidence
 
that the reported contrac
tor provided the services
 
or that the services were
 
actually received. 101,200
 

j. 	 Training The lock of adequate documen
tat ion (o100 not permit deter
minin(1 wiethoer the project's 
employ,, s ottended the train
ing m11ti oned. The descr ip
tions ()I the courses given, 
loca t ion, I ength, names and 
nLIM1l, r ( I [pa r-t i Jpants arnd 
oth,'r It0 od,11 in 	 wasf ormatior 
nol miil, ova i I ab.l e. Some pay
meit.;" w, rF made cii rectly to 
CESAD Imployes .. 	 92.200 

Carried--I orward . . .	 g9,259,721 
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Reference Component 


N' allocable costs
 

k. 	 Communica-

tion 


1. 	 Equipment 

and serv-

ices 


m. 	 Other 

costs 


n. 


Questionable direct costs
 

Explanation 


Brought-forward ..9,259,721
 

Personal. international tele
phone calls, mainly to Vermont
 
and New Jersey, whose legiti
mate allocation to project
 
costs was impossible to deter
mine. Telephone bills paid
 
with check No. 3657 dated May
 
21, 1987. 


Fixed assets acquired during
 
1985, 1986 and 1987, were re
ported by CESAD as returned to
 
USAID/El Salvador in June 1988
 
and charged to project funds. 
However, USAID/E] Salvador 
physical inventory shows a 
shortfall . 

1. Liquid wax, the use of which
 
could not be determined, was
 
purchased in October, 1987
 
with checks 4638, 4660 and
 
4778. 


2. Check No. 3627 dated May 18,
 
1987 for 	 the purchase 
cleaning materials was 

cashed by its payee. 

no bid quotations were 

tained for selecting 

best offer. 


of 
not
 

Also
 
ob
the
 

o. 	 Proportion of 
handling com
mission charges 
computed on the 
quest ionable 
costs (Note 3) 


Amount
 

1,716
 

54,466
 

3,700
 

1,650
 

9,321,253
 

924,785
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NOTE 5 - ADJUSTMENT TO INVENTORIES AND 
FIXED ASSETS
 

On the basis of instructions tor final project liquidation, CESAD 
was required to return to lJAID/El Salvador the stocks of 
products not u:;sdu o I ivdr t~o the communities, as well as the 
fixed assetn acquirerd with project funds or donated by 
USAID/El Salvador under. r he Agreement. 

On June 30, 1988, journa entries pertaining to the liquidation 
of inventories arida ixed as;t balances of 1665,453 and 154,460 
(Note 4 , item- re f rei I , r-a ;pect i vel y, were recorded in the 
accounting records. Th. ,nr rires were not supported with original 
source documentat d nu-, the inventories had beeni. cvide that 
satisfactori ly rtii tr nqod to ,ai received by USAID/E] Salvador. 
The amount: totf r ,m inij inv(,ntores was not adequately deter
mined; rather, ;uh mount: were taken di rectly from the inven
tory sub i diry reuo , '.w t hout. having been adjusted based on 
physical ilnvent ory wount:;. A deta i I of the inventory items and 
value is shown below: 

Journal entry No. 
Source CD 1] CD_114 Total
 

Project funds k __ 

NOTE 6 - BUDGET: 

A summary of the budget and the costs incurred as of December 31,
 
1986 is as follows:
 

Cost incurred Remaining Salvadoran 
Budgeted as of December budgeted colones 
amounts I_ 1986 amount * equivalents 

Personnel $1,011,000 $ 474,856 $ 536,144 2,680,720 
Equipment and 

services 310,00" 173,783 136,217 681, 085 
Maintenance 410,043 265,051 144,992 724,960 
Rent t,056,000 544,828 511,172 2,555,860 
Purchases 
Trainin 9c 

3,371,000 
180,000 

1,264,483 
34,339 

2,106,517 
145,661 

10,532,585 
728,305 

Contingencies 57,957 5,094 5Q863 _26431_5 

Sub-Total 6,396,000 2,162,4134 1,633,566 18, 167,830 

Handling 
commiss ion .... 00 6000 . 313Q0 ___ l 0L0 

Total $ ,9[3(0,QOu $J. , ,W _4 .:_ .3.. ..... g_ 

* Exchange rate used to translate US dollar into Salvadoran colo
nes was Y5.00 - US$].00. 
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NOTE 7 - DISBURSEMENT LIQUIDATIONS PENDING
 
ACCEPTANCE BY USAID/EL SALVADOR
 

A reconciliation of liquidation requests presented to 
USAID/E]

Salvador and total project 
costs per the fund accountability
 
statement follows:
 

Liquidation Liquidations
 
requests pending ac- Total project
 

presented to ceptance by costs per Fund
 
USAID/El USAID/El Accountability
 
Salvador Salvador Statement
 

Personnel costs 0 3,496,398 0415,689 0 3,912,087
 
Equipment and
 
services 463,533 32,197 495,730
 

Maintenance 749,491 
 83,849 833,340
 
Rent 2,668,939 266,950 2,935,889
 
Local purchases 6,748,859 
 591 6,749,450
 
Training 217,076 10,876 221,952 
Handling charges 1,346,897 11.8,975 l465,872 

2116,62
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Price ffiiIerhoise 

NUTRITTONAL PROGRAM MANAGED BY TILE
 
SALVADORAN EVANGELICAL COMM ITT"< FOP 111',P AN)_DEV L
FOOPMENT 

__Al ti. SALVAID9 PR<>,CT NO. ", 9-Q2.81 
REPORTONINTER.AL ACCOUN1T I .CNI<(>II I 1P)('1 IPEMNTIM1 AN) ,YSTEMS 

A0i111110 's 01. N I(oN 

We have porfonr- d a f inancialIAnd (-amp i ano, audit of the. Nutri
tional Proq;-am manaqged hy tho :;oiI vdrar Vvanqel ica I 
 Committee
 
for HIelp Anrod I)o-olopment (C(t.AK) f n th r i l January 1 , 1987
 
to June (, ] 88, and hav' I ss;rd ou' reost dato'd Septeiber" 28,

1988 on tLh rel ated fund acconuntdb I iyt satemont in wh i ch we
 
disclaimed our opinion 
 duc to I ill tat ions in the :;copi of our 
work. Our examination was mode in acord, n wit h on-n , ]ai1y
accepted Auditing standards Al tLh, stIirdisI:; for I ara'iaa ind
 
compliance aruidits con ta i .nedinr t fin 1'. 5. '(mptroll,r o'no ,-ral I,
 
''Standards for Aud-it of Kovininmet .iI ()
rnvw I;at i,)n:;, 1',roaj lams,
 
Activit.ie ;, an d .uno t err;'" ( IAs I' iK:' ion) . Sol e to ,: ist U!,
 

a ng ,q prforrsi 

made a study ,l, ova ]iat ion o t.re 


in plnni I a nn- no , u ,m l, al i,n, !,o elA!'s;:; Ifi I (1 tnrd 
:; ignif ia(:ant: iint e ,rnalac.coun

ting control:; in he Iollowinq dt eer in.
 

- Inve.n t ol ( ,
 
- I'rocuremnt: pol icies and ro-'ed r 
- ; for the acqui;ition of 

goods and serv ices, inc ludin t veh Il rent.Wis
 
- Product sh ipp ing to commtnitiw
 
- Controls over the, uqe of vehicles donated by USAIID/EI Salva.-


Salvador, and
 
- Personnel 
costs
 

That study and evaluat ion was limitd to a preliminary review of 
the systems to bL"a in an imnidtrs;t and i rrq of the control enrv i ronment 
and the .low of tranismoat ions t-I'rrrth tho oc'oun iin sytm. hO
cause we concluded that thre: ari I 'rojI d h' pri orind ore ef f i 
ciently through substantive t- ,; And diu,it I"st to '-t ain r'on
trol weatonessesf-/ observed (r;i' t itinqs N'). - I t hnerouli 4) , o
study and evallnat ion of the i nt iis] ,t'(',ii)nt I is ;; ' l re! ,arid 
procurement prac't ir:e:; did not -> iKqi i,,'rieI"I til:;Ii II i nary
reviow pIh t; . A(et ir]insily , ''- i t ' ;,: ,rnaiii i ni the 
s~ystem of inrternal n:(:ornrt irs; -- oil rd )!p Andrr i p'n' 1-t icr''. 
taken as a wholei. AlIso, rmri i'';.miHi u irte mmii',i aQ , ' >eerlmnm'i' with 
the s;tanidads.; ifl(nm Vionnot M aerv-,, 'eeimle u p',, ily 1net n ::; ; ;e' osi',a alli 
material weakne"w; :; i n t IrA it tI 'lin , I am'(Jr-t i IV; 'I, I l ti]
p r O C t l I~ I( ' I . ;y s t . e 'e t , -,ln' Ill .,; f [w ,,' "v , jl I1 ,('1 1 ):+ 

con,.;it: i mn ; il i f i iri f iiw I i iorh r elt i ,d tnt ,e t h,t 4 1 1 w i nIV 
page;;, lhiot we, he'I i eve Ir':;rllI t irr:1ioi ' ,i n i t lt' "I''l]'I '' I i!k 

that er'ori:; nr r rr r It i ; Ii r in t f trrI l hlicr' oniim I 
t i on "
inr I a'J t iii' Inro jt'lot I ult , re inl l iii I i1 1' :0I ,I ilw mli I tio'k r ,!; 

a who] P may occur And nIIrt hr dot ' i'd wit fri n a t I iI,Iy pr i el. 

,A,
 

http:REPORTONINTER.AL


These condition.; were considered in determining the natu,-e, tim
ing, ind extent o1 th, audit tests appliud in our o'xamination of
the Nutri t i onal 1 'roqran 's F und Accounta 1ity Stdtenr.t. dnd thit;
report does no! ai! taect our report dated ,:pteinher 28, 198 : 
such stateIent. 

Th is h)(port i.i i ntnd(ed 1 y It1o- the us;e of C12;A) and the
United 'S;t ,ite, Aq(,:fy,thit Or 11! iotar1 I)evvel,]na)II niit . 'I'is res
trict ion i,L not I ut ended tn I i ml t d i tr ibut ion of this report
which, upon Acel'(..ta r.ce hy th, ish ) I Iice of the Inspector General, 
a matter ol pub,jc record. 

September 28, 1988
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NUTRIT'' 1 QUA1, PROGR AM MANAG) - BY T}IIE 

SALVADORAN 1OPEVANGEL I 'oM;4 I l!E FAO HELP AND DEVL'_OPMENTI 

USA1D0 , ~-SAIVADoUR PROJ ECT NO0. 519-0281 

REPORT ON INTERNAl., ACCOUNIING CONTROl, A4D) 11ROCURFMENT SYSTEMS 

1. There was an inadequate account i nc .ystem 

Condition:
 

The accounting records for the Nutritional Program did not ade
quately support -zertain ma or costs reflected in the fund ac
countabii ity statement. ;1w'i 1n.;UpporLt co.t., were primarily 
relatoed to procurement -tl I v,,nto y .'oitlr :) , tran' ;portatiol1nd

vehicle rentals. A suo, til. i('count 
1 l( roo ds Iirl not support
the generation of I i . aI acc,1ount i, (Ibiti lor USAID/EI

Salvador. The system in plac'e did nt 111"o-por-ate the controls
 
necessary to generatte 1 1,2 I account lug Icia
 

Criteria : 

Estabi.i shing and maintaining an internal control system based on 
adequate accounting records is an import- nt re ponsibi 1it, of 
managemert. Section It of the agreement recin:,. CESAI) to main
tain a proper accounting intormation and internal (centro1 system 
to provide reasonablI , ,ssurnc that the t? 1,n:;a. t on we e>:ecu
ted in accordnnce with project, lln,,emrnt ' ,thori at i 0:). 

Cause:
 

CESAD did not imploment a proper accounting system for control of 
the transact ons generated by the Nut r tiona] Program. Manage
ment did not prov ide ,ose .;upervJsion to assure adherence to 
establi shed pol ic ies and agreei-ent procedures 

Effec t: 

Because o the generally poor (ondit ion of the financi]al records 
and the internal contrlcoot 1 .tem, as descri bed i n Note 4 to the 
project 's I tid acoiita) I ] i ty _tatoment, A v,,A rei rleewas; nu 
10 ,2,46, 08 i'1;iA 11)0/I I V, I o dhIii pin jstb i ()t o (I r i O;ts , 

are cons;Idered ,tw,;tsa Imo th reisoirs de;cr itbed ill Note I 
fu2+the.ror , II:,HXil.) ' 't , , )ro e (. . t . ," i Ic l.uded 
9-665,453 in inV(,,ir or I! t5 (_,()vded a; ret:uri u od to UI.AIIB/E ' Iva dor 
without evideunce of proper disposition. 
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Recommendation:
 

USAID/E1 Salvador should 
require CESAD to implement adequate
internal accounting control and management information systems to 
permit preparation of reliable, complete and accurate financial 
informat ion. 

2. 	 There wa; lack of proper control over documents supporting 
projec t a,, iv.t ies 

Cond it 1on : 

CESAD did not estab] ish appropriate control over the flow of
 
documentation 
 as evidence that recorded transactions did in fact.
belong to the project. Th.is condition created the following 
s ituat ions: 

a. 	the ava i lablie documentary evidence was, i.n most cases, insuf
ficlent t*o v-lua te the e<asonableness and proprieaty of cer
tain cos:; (Ihiarged to the p roject;
 

b. 	 a system Ior contreolling invoices and other docuaents as evi
dence of rev< pt of goods and 
 services, prior to initiating 
payment p oc ed Ire:, was not implemented; 

c. 	 warehouse recefI-'t torms didI not consistent]ly make reference to 
the su.)lie -'. i1n,' ;hipping order numibers to adequately 
support pay men ,,eIf . , d pur chase 

d. 	the voucher eh(,,(,Y:e,- tot payment of local purchases and vehicle
 
rental.; dii, not in. lude 
 wrehouse receipts or corresponding 
renta 1 ogre nt !; 

e. 	 receipi;; lbo,el io were not consistently signed by theD 
employe(.;-, . ; 11,I,).; nI1r were the corresponding vehicles 
ident fi ed in ,llcases; 

f. 	an inventor-y ,b ;i (I record (ka rdex) with sufficient 
in.c i.at i ot i , me i ,t, i i , :(uiate -entre I over quantities and 
va]. e; of it ri e:,; w, I: t n-1) ; and 

g. 	training (-t(-) were )t supported with sufficient 
documentat:e io:icerrnnl rhe, nature, location, and names of 
part c i)11t.;. 

Criteria : 

Agreement terms require sufficient evidence to identify the ap
plicability and reasonableness ot costs reimbursed with project 
funds.
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Cause:
 

Insufficient administrative staff and lack 
of timely supervision

by the Executive Director did not provide for 
adequate controls
 
and sufficient documentation of transactions.
 

Effect:
 

Costs charged to the project were considered questionable because
of lack of sufficient eviaence to theirestablish reasonableness 
and applicability to the project. 

Recommendat ion: 

USAID/El Salvador should require CESAD to improve its controls 
over the flow of documents to adequately support costs incurred. 

3. There an inadequate segreq ion of functions n the rocure 

Condition:
 

Both the finance manager and the accountant approved purchases of
goods and services and were also responsible for issuing and
signing checks as well as keeping the accounting records. 

Criteria:
 

Segregation of incompatible duties is fundamental to the relia
bility of an entity's control system. The underlying concept is
that no one person should eIn d position to control all phases
of processng a ransactiu1 oi n way that permits errors omisof 
sion or cornmission ito go undetected. The flow of activities
should be designed so that the work of one individual is either
 
independent of, serves a check on,
or as the work of another. 

Cause:
 

CESAD did not establish a system with a proper segregation of 
functions for the procurement of goods and services. 

Effect: 

Costs incurred were considered questionable because adequate

procurement p)ract ices did not exist for reasonable assurance that
purchases were based on val id(, approved requests and were proper
ly made as to pi.ice6, ,4uwitie ts, qualities and vendor selection. 
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Recommendat ion:
 

USAID/El Salvador should require CESAD to reorganize its procure
ment depa rtmont assigning incompatible functions to different 
individuals for reasonable Assurance that acquisition of goods
and services is properly approved, executed, recorded in account
ing records, received anu paid tor. 

4. 	 There w InaoLf01certain_ p rocurement procedures deemed neces
say for cntrol O0es 

Condition: 

The procurement system for the acquisition of goods and services,
 
lacked the following:
 

-	 requisition forms; 

- purchase orders properly approved by the Program Manager or 
Director; 

-	 evidence o having obtained competitive bids from qualified 
suppliers;
 

-	 a "paid" staimp or an equivalent means of identilying check 

numbers and iates of payment; 

-	 evidence tnat goods and services were actually received; and 

- a statement af busi ness ethics prohibiting making purchases of 
goods and :;ervice:; from individuals or entities having family 
or similai tie with oflt er.; and employees of either CESAD or 
the prioj ect in arde ,:co prevent potent ial conflicts oi 
i ntere;t. 

Criteria: 

An 	adequate procurement system is necessary to provide assurance

that costs reported as incurred were effic" ntly and eccnomical]y 
applicd to activities envisaged by the agreement. 

Effect: 

Costs for good:; And ';ervices incurred without following adequate 
procurement procedures could be 	 considered questionable. 

Pacome nd at i on: 

USAID/F I I;,lvad(le :diotul c re(Uire CHAI) to improve, its procurement 
system in) Qot ,. ()Iir-.l:;ggoods and :;olv (e,; ,i- made( o atf 
open ail twp t it iv' bai:; itlhout Ii icat i ; of In nliast-:;, I ol. 
indivi d h, (o w,'iit (:; ith family ( iNilr rli t ion:;hi p, witL 
of I icer; and ,nMpiloym.:. AI ;, th re :hoii Id he dan-merta t ion a1",
evidence that or #m; ;ervi(in; ar, actuoa l I i ,ved. 

27
 



Apartado Postal 695 Telono 21-7934 
ElSalvador, C A. Telex 20049 

Price [Uiierhouse 
NUTRITIONAL PROGRAM MANAGED BY THE
 

SALVADOAN EVANGELICAL COMMITTEE FOR HELP AND DEVELOPMENT
 
USAID/EL SALVADOR PROJECT NO. 519-0281
 

REPORT ON COMPLIANCE WITH AGREEMENT TERMS AND APPLICABLE
 

LAWS AND REGULATIONS
 

AUDITOR'S OPINION
 

We have performed a financial and compliance audit of the Nutri
tional Program managed by the Salvadoran Evangelical Committee
 
for Help and Development (CESAD), for the period January 1, 1987
 
to June 30, 1988, and have issued our report dated June 30, 1988
 
on the fund accountability statement in which we disclaimed our
 
opinion due to limitations in the scope of our work. As part of
 
our examination we selected certain transactions and records to

determine CESAD's compliance with agreement terms and applicable

laws and regulations. Except for the limitations mentioned in

the third paragraph below, our study and evaluation was made in
 
accordance with generally accepted auditing standards 
and the
 
United States Comptroller General's "Standards for Audit of Gov
ernmental Organizations, Programs, Activities, and Functions"
 
(1981 Revision).
 

The management of CESAD is responsible for compliance with the
 
terms 
of the agreement signed with USAID/El Salvador. This re
sponsibility also covers compliance with the laws and regulations

of El Salvador, as they may be applicable to the covenants of the
 
agreement.
 

Due to inadequate accounting and internal control systems and
 
lack of supporting documentation, primarily for procurement,

inventory, transportation services, and vehicle rentals, it was
 
not possible for us to determine whether the selected transac
tions were in compliance with agreement terms and applicable laws
 
and regulations. Accordingly, we neither express positive assur
ance on compliance with respect to tested items nor negative
 
assurance on untested items for the period January 1, 1987 
to

7,une 30, 1988. 
 However, the results of our work determined that
 
for certain of the items tested CESAD did not comply with agree
ment terms and applicable laws and regulations as described in
 
findings Nos. 1 through 5. We 
also found certain situations
 
which may be indicative of irregular accounting procedures and
 
have issued a separate report to the attention of RIG/A/T con
cerning those matters.
 

This report is intended solely for the use of CESAD and the
Unitod States Agency for International Development. This 
re triot ion is not intended to limit distribution of this reportw iicl,upon a ceptance by the Office of the Inspector General, is
 
- a ter oubic record.
 

September 28, 1988
 



NUTRITIONAL PROGRAM MANAGED BY THE
 
SALVADORAN EVANGELI CAL 
 COMM I TTFE FOR EPP AND DEVELOPMENT 

UAT > EL SAADO0iR PROJ QN_ 519-0281 
REPORT ON COMP1,AN . W I l ; POEM EI' 1ERM , .A APP I CABLE 

LAWS AND) REGU LANONS 

Fl NDI NGS 

1. 	Documentation supporting certain costs was not available for 
review.
 

Condition:
 

CESAD failed to maintain sufficient documentation to support
costs charged to the Nutritional Program and reimbursed by
USAID/EI Salvador. Examples ot documents not kept p-ovidednor 

for our review were:
 

quotat ion! roma) 	 bid - di I erent suppl iers to justify purchase 
terms and f)ceduwa r pr o res;
 

b) a listingi iuthoriv;,,d s ignatures to permit verification 
 that 
food adn oilher p)iiduct del iverie s were actually received by 
the communities;; 

c) 	 proper records as evidence that vehicle rentals charged to the 
project were necessary and reasonable; 

d) 	 USAID/E Salvador's authorization to purchase air conditioning 
units; 

e) 	 authorization for the payment of per diem allowances to CESAD 
officials and employees.
 

Criteria:
 

According to the agreement, CESAD was responsible for maintaninq
 
the above mentioned documentation available for review and audit.
 

Effect:
 

As 	 CESAD failed to comply with agreement terms regarding availa
bility of certain documentation for audit pu rposes, u ndocumente(d
costs charged to the pogrlam could be cons idered qust ional]. 

Recommendat i on: 

USAID/ El alvador h;houd require CESAD to provide adequate and
reliably (bDona-fI de) documentation to support al costs charged 
to the project. 
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2. 	 Local purchases were made without JSALf/EI. Salvador approval
and without obta ininc cormpetiti yebid quotations from several 
supp .ie r_. 

Condition:
 

CESAD made many local purchase transactions far exceeding
20,000 each and permanenti ly contracted two local transportation

companies a nd a vehic1 e rent, i company w i thout USA ID/E Sal vadoi 
approval . Al s,), i n cql i r i nq these goods and s iervices CESAD 
failed to obta-i ,or etit. i%('i ti h from severalI ;uppli ers in order 
to secUr thJ 11o1;t :-; conditions for- CESAD.advaint coe 

Criteria:
 

According to the agreement, prior approval from USAID/El Salvador
is required for any pu rcha so of goos and servces n excess of<20 , 00(. Bid gu at ,s ItoY s veral suppi sers should be obtain

ed 	 on a me t.t. iscomper i t h, 

Cause :
 

CESAD did not.. comply with the above 
mentioned procedures and
delegated procurement decisions to the General Manager, the Fi
nance Manag r ind the ,iccouritant for the project. 

Effect:
 

All local purcnases of goods and services 
which did not comply
 
with the required procedures could be considered questionable.
 

Recommendat ion:
 

USAID/El Salvador should requ-ire CESAID to strictly fol low the
 
procLreme-Cnt procedu res requ ired by the agr-eemont: , hich (reqiu ire
prior approval tron J.,AI1,.'I alvador fot iny pur(ch,a;e of goods:
and service.,; in .-xes ()t V, e,,oo (0and .omjtit.ivo bid quotations 
from several . .sppl i r 

3. 	 Seve-al Itan;,ct ion Wet ,2 maiede wh jrh Ie-rI n-ed con!ficts of 
in tec?_res t. 

Condit ion:
 

Local pu rchae; were mado from 
 CESAD employees and former
emp? oyee!; nd r .1 at v .. )f 'ESAD) officials and employees were 
cont racted Iot , mpi yment ansportation services and veh ic Ic 
renta . 
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Criteria: 

The General Requirements for Non-Governmental, Non-U.S. Grantees
(Section I7 - Acquisition of goods and services) prohibits goods
and services ftrom being acquired from employees or members of 
their families. 

Cause:
 

CESAD did not implement a conflict of interest policy as required
 
by regulations.
 

Effect:
 

Local purchases, transportation services and vehicle 
rentals and

other goods and services arquired from employees and relatives of

employees dIid not comp y' witl the above ment ioned requirements
and could be considered questionable. 

Recommendation:
 

USAID/E]1 W Ivador should require CESAD to implement a conflict of

interest pol icy ind ref rt if, I rom obta liningj good.-. ind services
from of I icials, eiunoyees , ud relatives of employees, who are 
considered unauthorized suppli ers.
 

',s
4. CESAD contrts wi.th su(pi em lAcked a _.ciusepermitting
 
aqcess to supp .ie rs acc n.tint- i rocords
 . 

Condition:
 

CESAD did not require inclusion of a contract clause permitting
access to 
books, documents and contractor records, for audit 
purpo es. 

Criteria:
 

Section b) 5, of Paragraph 17 of the General Requirements forNon-Governmenta(, Non-... Wrdi-tees, requires contracts to have a
provision permitt,iny access to program related documentation.
 

Cause:
 

CESAD was not aware ot the applicability of this regulation to 
contracts in excess of US$lO,O00.
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Effect:
 

Failure to comply with the above mentioned condition could 
prevent audits of contractor records to review costs charged to 
CESAD. 

Recommendation:
 

USAID/El ,Ealvador should require CESAD's management to comply
with the requirement to have a provision in all 
contracts permit
ting access to supplir 's records. 

',
5 . %Tithh!d income ta!!q,-q s ocial security and social 

hou.,i ngy lud) wore not ja id asrqi law 

Condition:
 

During March, April 
 and May 1988, CESAD failed to pay the

employer '2 (:ontribution and the taxes withheld from employees 
salar es.
 

Criteria:
 

CESAI should nvariably comply with all applicable laws and regu
lations of El Salvador.
 

Cause:
 

There was a lack of 
funds during the period mentioned.
 

Effect:
 

Non-compliance with 
legal requirements could lead to fines 
and
other ,;urcharro imposed o, ()ESAD jeopardizing its normal activi
ties.
 

Recommendat ion: 

CESAD sh:)uld pay its portion of social security and social

housing lur.d c-ont:ribut:ions- to the Government, as well as those 
same taxes aNdt IcuIe Ldxeu tlhiLeld trom employees' salaries. 
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NUTRITIONAL PROGRAM MANAGED BY THE 

SALVADORAN EVANGELICAL COMMITTEE FOR HELP AND DEVELOPMENT 

USAID/EL SALVADOR PROJECT NO. 519-0281 

LI ST OF REPORT RECOMENDATIONS 

INTERNAL ACCOUNTING CONTIROI. ANi) PROCUREMENT SYSTEMS 

Recommendation No. J1: 

USAID/EI Salvadoi require CESAD toshould implement adequate in
ternal account no :ont.r o and management information systems to 
permit prepmr,t i,t ,)I ieiialule, complete and accurate financial 
in format ion. 

Recommendatt i on No. 2: 

USAID/F ,ilIidor require to improve itsshould CESAD controls 
over the t low (I the documents to adequately support costs 
incurred. 

Recommendat i (n No. 3 

-,houd CESAD 
rement impr-t , n incompatible functions to different 
individni -s or ',ontIc. 

USAID/E I ,;alvador 1(1eqo ire to reorganize its procu

issoance that. acquisition of goods

and ery-i. p. npt i, ,ip ,vod , executed, recorded in account
ing recurd,.;, , '...i ,i i p i for.
 

Recommerd tion No. 4: 

USAID/E Salvador requ ire to improve itsAhouild CESAD procurement 
system So th ,l pn rc Dts, I goods and services are made on an 
open ,tnd {()irpot it # ,;, i .thti t iond i catinw; (of ptrchases from 
individul:; () -1ri11 1, ,Ill. fn y o)r :,imil reltionships withill 'lu 
ot.Iict: ,S'111( ,, :;:oil bt, do.:umentation cv-, 

,evid ric( i-,th: , . .i I:If. iCtl I I I y 1'-C, 0iV ed 

SOM-L.}IIAN(ttt Wf'tf A(;tPFFt:MF.N'I I'tJ1T ,-; Atli) A11t'I,ICAPLE. 
] 6 '], A tli) It (',1JI,A T I O MN; -

Recomendu t i on No. I: 

USAID/E1 Na ilviole- shotild requ i re CESAD to provide adequate and 
reI i at) Ie (hona - I de) docum'Len0-1tation to support al costs charged 
to the project. 
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Recommendation No. 2:
 

USAID/El Salvador should require 
CESAD to strictly follow the
 
procurement proc dures required by the agreement, which require

prior approva I rr, SA l)j F Salvador for any purchase of goods
and services in ,cw I Q, G00and competitive bid quotations 
from several suppliers. 

Recomedahion o j_ . 

USAID/EI Salvador 
should require CESAD to implement a conflict ot 
interest pol icy ind ref rain from obtaining goods and services 
from of ..icia I;, ,yes, andipI relatives of employees, who are 
considered Lnauthr izeu supp iers. 

Recommendationa Nio. 4:
 

USA]!El3/ tlv'i tdor should require CESAD's management to comply
with the rqun ireva.t toa have a provision in all contracts permit
ting accs>; J :;uppl iers' records. 

Recgmrendat ion o.:
 

CESAI) should 
pay its portion of social security and social
 
housing fund 
contr ibut ions to the Government, as well as those 
same taxes and income taxes withheld from employees' salaries. 
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APPENDIX I
 

30 de junio de 1988 

Lopez Salgado y Compaiia
Avenida Bernal No 222 
Colonia Miramonte
 
San Salvador
 

Estirnados Sehores: 

A continuaci6n confirmamos, a lo mejor de nuestro conocimiento y en
tender, las siguientes representaciones hechas a. ustedes durante su 
examen al estado de rendicion de cuentas del Programa de Nutrici6n 
desarrollado con los fondos otorgados por el USAID/EL SALVADOR bajo
el convenio NO. 519-0281-G-00-5108-00 y ejecutado por el Comite E
vangelico Salvadorefo de Ayuda y Desarrollo (CESAD) durante el pe
rfodo, del 1 de enero de 1987 al 30 de junio de 1988. Entendemos que
su examen se desarrollb a requerimientos del Inspector General Regional de La Agencia para el Desarrollo internacional del Gobierno 
de Los Estados Unidos de Norteamerica para los prop6sit<os de expre
sar su opinion sobre si: 

- Los costos reportados e incurridos dentro del prograna correspon
den a los costos que de acuerdo a lo establecido en el convenio, 
sus enmiendas y cartas de implementaci'n, fueron reales bajo con
ceptos de permisibles, atribuibles y razonables." 

- Los controles internos contables y administrativos implementados 
por CESAD fueron los apropiados para los propo'sitos de documentar 
adecuadamente las eyigencias del convenio. 

- Los procedimientos y prgcticas de compras y de co.tratacio4 de
servicios para el programa -ueron razonables, abiertas y compef . 
tivas, como 10 exige; las t-stipulaciones generales del conveiAo 
aplicables a donatarios no gubernamentales fuera de Los Estados
Unidos de Norteame'rica. 

-CESAD cumpl16 con todos los t6rminos aplicables del convenior, ycon las regulaciones y leyes aplicabi es que afectan I 6S Costos 
incurridos dentro dei.program.
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Pagina Segunda,
 

1. 	 Reconocemos la reponsibilidad de la gerencia por la razonablepresentacion del Estado de Rendici'n de Cuentas, en cuanto a los 
montos presupuestados y montos reembolsados por o solicitados a
USAID/ES, de acuerdo con los termirios contrato, leyes y'del 	 demas 
regulaciones aplicables. 

2. 	 Todos los registros contables y financieros y otros datos relacionados con la administraci6n del proyecto, en nuestro poder, hansido puestos a su disposicibn, a excepci6n de: . 

a) 	 Listado de firmas de representantes en los co'mites locales auto.
rizados para recibir y administrar la distribuci6n de los pro
ductos enviados a las comunidades. 

b) Contratos suscritos para el arrendamiento de servicios de trans
porte de productos a comunidades, o para el transporte de perso
nal que tuvieran las condiciones que permitan a CESAD, La Ofia 
cina del Inspector General Regional de USAID/ES o a cualquier
represetante autorizado, revisar sus registros contables y do
cumentaci6n relacionada con las transacciones efectuadas con 
CESAD. 

c) 	 Procedimientos de control para justificar la utilizaci6n de 	 los
veh5lculos para el transporte de personal. 

d) 	 Registros de Kardex contable que aseguraran el control apropiado
sobre cantidades y valores Le inventarios. 

e) Anlisis de precio y costo cotizaciones relacionadas con cada 
transaccion de compra de bienes y servicios, para decidir si la
autorizaci6n del Comitl de Compras correspondla con i& mejor al-
ternativa. 

f) 	 Listados de rernisi6n a AID o alguna otra instituci6n aqienes~
ello, hayan autorizado a recibir inventarios de alimentos, insu 
mos, mobiliario y equppo descargados de los registros e, a lii
quidacion final de las cuentas del proyecto. 

3. 	 No tenemos, conocimiento de: 

a) 	 Alguna cuenta, transacc16n o acuerdo material, que no les hay
sido descritc o recistrado apropiadarnente en los registror Coiitables y finaiiciwrob, para los efectos de incorporarlos denrLr 
del estado c e r de -,uentas del proyecto. 

.:. i: .. : d e : e 4t- d 	 :- -c= 	 r , ' ,: c ~ .d"" c e n . a" . . d l . . ... :.. . . . .. . . . . .. . .. 
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b) Ninguna irregularidad que involucre a los directores, gerentes 
o 
empleados quo tuvieron una dctuaci6n significativa en el sistema 
de control interno contable, o de alguna irregularidad quo inVO
lucre a. otros ompleados, qur pudo haber afectado materialmente 
el estado de rendicibn de cuentas.
 

c) Alguna violaci6n o posible violaci6n de leyes o regulaciones cu
yos efectos deban ser considerados para desglozarlos en el esta
do de rendici6rn de cuentas o como base pars registrar una p6rdi
da contingencial. 

d) Haber recibido comunicaciones do AID!ES u otros agentes regula
dores con relaci6n al no cumplimiento con o deficlencias en los 
reportes y practicas financliras que- puedan toer un efocto ma
terial sobre el estado de rendi,-ibn de cuentas. 

Con excepcbndo :
de: 

a) Contrataciones de persnal, de servicios de transporte y do a
rrer.damiento de vehlcojos, por un monte de 02,474.805.00 que se 
apartarn de las polfticas yvnerlaies y las do conf licto de inter,
ses establecidos per All). 

:onsideramos que estos pagos, hasta donde tenemos conocimientoo,
 
no afectaron 4a razonabilidad do los costos cargados al proyec

b) En el pirlodo del I de enero de 1987 al 30 do Jun o do 1988 se 
efectuaron numerosos desembolsos q,. suman it6,620,734 par& can
celar compras do granos b6sicos, insumos y do servicios do 
transporte cuyo monto de la contraci6n total era superior la
a 

cifra que el convenio requiero obtener aprooaci6n previa y es
crita de AID.
 

4. Todos los artfculos adquiridop con los fondos del convenio, hasta 
dond tenemos conucimitemto, . .Kon; incluidos en *I ustado do rendli 
cl6r, de cuentas, Oei peffodLi oe00 1 e enero de 1987 al 30 do junio
do 1988 y no se utilizaror fondov para: compra do equipo militar, @
quipo do vigilanci.a o do bkene y servicios para ayudar a ia policda 
o cualquier otro cuerpo de segur),dad, equipo y servcio pazra abor
too, benes do huo y equipos d# juago do azar o equipos para modi

3
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5. Todas las obligaciones del programa de nutrici6n entendemos que
han sido incluldos en los registros contables al 30 de junio de 
1 988. 

6. El estado de rendici6n de cuentas y notas, incluyen todos los
 
desgloses necesarlos pdra una razonable presentacibn de los montos 
presupuestados en el convenio y reembolsados al comit6 de acuerdo 
con los terminos del convenio y las leyes y regulaciones aplicables. 

7. A la fecha de esta carta ningun asunto o evento ha llarado a 
nuestra atenci6n que pueda tener un efecto material sobre el estadc' 
de rendici6n ce cuentas y notas relacionadas por el periodo del Ide 
enero de 1987 al 30 de juno de 1988. 

Lic. Wfi e J. Quifionez Dr. Carlos Antonio Bautista Flamenco 
Dir Lctc-r Ejecutivo Gerente General 
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PHUJYECTO Of NUIRICION 

Agosto 18 de 1988.-

Licenciado
 
Wilfredo L_6[xz Salgado
 
Cerente Gene~ral
 
Price Yi erhusc. 
Presente. -

Est -mdo Licenciado L6pez: 

En relaci6n a su carta de fecha 15 de julio, del corriente aijo, despuL
is1ide anal iza:- (50 OcLO:wnLc con el Gerente Gerjrci-'iI Director dePr, 

vr~Vj i va;i Ji JunuL MUc LrnSiIeras a lo i fi7Iwc CQCar-ta con ikytw: i~ofi~ IaA~ 	 _wk el,I .rcm duvirN
nozirmiento I-" ut- io.c)yi(L; t11 I 	 t itQadiichos cawmhus IAr CjlUIO~ UO acorde a noevtUra: :a o
to. 

Asimismo rucwo u LW_ j tcuwr un cuenta el Li~, n natins transcu::-i C:hasta la fechn da(esi)ll- &~ nerrar(I el GovoiA'21 0, (_11~ sio lsn
Vw iPagar , va, ((u'j1 I froveeduCres C11owntC Iruntn non VISi La V it; .mcs que resotuc's La J)Lujor. o.(I U S Y [OS f1,111 cm an Ik src ctereses Sabru Ios saidoz, lxor p, ar. 

En espera de ulna' pronta respuesta a lo, antes rrniiiestaciu, mec suscribo de us ted. 

Atentamente,
 

LIC. MAE§T Isljiz; Oui"1:ijL
 
Direoto- L_ V2sLtIVO.
 

C.C. 	 Sr.' Franji in Lnithai,
 
CT~tralhor -All-)
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,OO2I in pri to 

El COuiei 01 f~ ,L aa IY Nra 1,el 'lainitaC 

En) nciii cbL a~ I i ttural Pen In I orl1:11 IaC) sI;, u11te: 

ci AdJUImtu 

exIgio6 1onmibrv s Y dergis pe-orias~ descri Las en el Adjunltu 

11 aui dsi{SLI ComwiNo. 2, D), A] OMS A~sri rman renslsAId de eCl.a 

Solanriento U;1 1ni rs qiI - Li~t'Wi4> O.)i1--' 1a LLUel2Ii bail; UO r I ia(2irla 

caria No. 0509- 3575i. 

Nuna Se Mt~pi dif, 1vstaiJ, ,u'wuL nu:mbrub Clofi t6S Locales zan)autori 

dJo la disLtrADM:on UO P12)01. smvclanui5 0a las Comani desc-. '-ilii m"w; 

on-ia lieiw L f dul' , 

y man tieumn. a in fem011 noibres~ v rol de cads: tIOw LA O sn tc :qran to 

g , desde culto (51mul to h, iri~ CCIuLIvi\olI Iili I r 

Local as. Ai'i: cOILSI II K (02iL II,' noj (1r '1cMd'(11 6 d 

taribiAL (215(21 evius rae i Lic A.Lr tdl!()s jar LudwLuh ( mans Lv's icos 

e inSUnlOs). 

b)En cuanto a eSLto I tera i re'alrnte nunco pusirnos i. stn di spos i Cio00 01r2 

tas Adon0 t ratn 5V1V I t (20nSVr)I(7 0 Vti~lLi II)> (20t[AICA2 I 03 dot o p;JIa s15IL 

cia do ip~anwir 20A Prog~roin dea NiircA:, (ald() ;J k' 'i I tEO3l SO5 

cio-plitic ) eoin rica por I,aJU ly at rav i sa el1ciuaatraJVUSiAx' palas. 

DOWi a: - 1 i W 11151III 2512 0 0 2(2itum Vuu w~ 3 t v(1(LnisaISbicay 

La; 01 

respionsa)bi carl V 1 i CO1( 2.0 PJsi LiOJ (?oI) c 2( Liii I 3 11 

do CESALD. so pImisco u su Himbultu OW: a2 (A2(Lii:ULO Ser2\iClt 

01 12 01 Q S ciL1( 

IIl iI 0 101 i.i!" M 1 5:' . i >aLnilirora Io ('l hII. tit. 

N, mt OLItu :tLchn . tvAdeson II. 0 YW alt -, EUL !5!i 01 

laS posibilI~ial 1YJKT1AaL Ser~Vll Uran Aii prKp 1,11 api&S. L11-M 
tableuiienta po:I1,',r'l2aoia: XLI a : a sa1llemnte uL(0 J10 

sus servic iua en Iwasr. w1> nipr so liUzonvi coi! li(ctivi)' ctf 12( ]( 

pI~aX~(22 I i I 121: -L 1 I . v sor 1)5 I (L. lto 'J e1l(l I'l! i 

nas pcractatraJ! s 
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IEn sf, considero cluecon c] fin de sc'rv2ir a In cofmuicjad u cmi)lir 

urgecnt, 6in o con ei Cnvanio 5'19-0281, se pruccdi6 de~ tal mnra.
 
Lo importante y vtlido es que se di6 el servicio, no se perdi6 nin
gun producto desde su entrada al Puerto de Acajutla y nuestras bode
gas 	y de estas a las comunidades, prueba de ello es que por parte de
 
la AID, Mon2tores del Progratri PL-4,u., contantemente efectuaron ar
queos en diferentes luares, hasta nola fecha existe ningun recla 
mo en tal sentido, Lo mismo por 	parte de las CompaMias de Seguros -
ASESUISA, LA CEtTROAMERIUNA; y SIS,.
 

En slintesis, las programaciones del Depto. Thcnico, Rardex de bodega, 
Contabilidad y envios a hacia la comunidad, considero que son prue -
bas 	feacientes de haber necho buen uso de las donaciones en especie.
 

c) 	La Gerencia General llevaba un cuadro en base a la programac16n efec
 
tuada por el Depto. Tkcnico, 
 cual servia como medio de control p2
 
ra trasladar a t6cnicos, supervisor, o promotores a efectuar las di
 
ferentes labores que demandatx, el Prograna. 

d) Este literal considero que no deW-aparecer, ya que se proporcionaron 
los Kardex a los sefiores de Price Waterhouse, sin embargo no fueron 
trabajados como debla sev. es decir habcr llenado las columnas de va 
lores y unidades, lo que suced16 en las bodegas y el departamento de 
Contabilidad Proyecto de Nutrici6n, es que las bodegas trabajaron con 
unidades y contabilidad con valores, lo cual dificult6 el trabajo de
 
cotejamiento.
 

e) 	En cuanto a este punto, me permito acotar lo sigutente: en la mayoria
de casos la coumsi6n o Comit6 de Aprobac16n, integrada por la Direc
c16n Ejecutiva, Direcci6n de Progranas, Gerencia General, Contador y 
Jefe de Finanzas, so tuvo las tres cotizaciones que el Convenio coo 
la Carta de Implementaci6n No.6 exigia. 

Siempre se le present6 a! Comit6 do Compras, las ofertas deventa (co
tizaciones' a fin do cotajatrl.ny eszooger ant & si las mejores. on 
cuanto a: calidad, existencia, preclos y pronta ntrga. 

7
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f Este literal aparece amimrado en I cartas con fecha marzo 3 y n'iyo27 de 1988, linentablueient no entregamos cupia d 6sta la Price Waa 

terhouse, por considerar que 
 ]a AID les remitla copia de cada carta enviada a CESAJ. [lru si se ies informo verhcsmente (Ver cartas adjuntas) 

Lo mismo sobre las notas de envio, donde aparece la firma de recibido
por parte del representante de la AID, World Relief y CONADES, como
 
los Hospitales que recibieron las cocinas (Ver notas adjuntas).
 

3.
 
a) El monLo de 0 2.474,805.,. en 
concepto de contrataci6n de personal, 

transpocte y arrendamiento do vehiculos, consideramos que algunos as
pectos se apartaron de las politicas generales, pero no hubo conflicto 
de intereses, lo mismo en cuanto a la contrataci6n del personal, 
todd

fue autorizado a trav~s de Cartas de Implementaci6n, como de cartas co
 
rrientes.
 

b) Considero tambifn, que este literal puede modificarse en el sentido de 
que todos los granos bhsicos si fueron autorizados seg6n cartas (cuyas

copias se adjuntan) de fechas: abril 13 de 1987 giradas por el seor -Donald F. Enos, Director de Recursos !!umanos y Asistencia Humanitaria; 
mayo 7 de 1987 por el sefhor Raymond G. Lynch, Gerente del Proyecto. 

U 4) 



C. ~ AI [.I 

APPENDIX II
 

Noviembre 22 de 1988.-


Seiior
 
Coina~e N. Gothard
 
Insj~e uLor Gci IcralIfc uelna 1
 
de Auitoriaj
 
\;:ono,,ia 1),ir: l.1caro1
 
Interriac i uia I de Ius [s t.Ojdc-

Un idos de ~-t 1 0
 

Est imado slrGot hardj: 

En relj ;, injtoa iixa alI in!orinu sobre Jos reso 1ltdos tic 1la Audi t
rAn !jm~ii ru- ay. thn f'ur8 de NutIni ciko. doiran e Ai pry-MAx 
dut I n, , i rI" (wt ti IV f~ * j1 u A18, 1m)Cud cic j r Ic s 1- 

fie hechu i lw.'Yu (iud (90a 1icho i nforne , 11 egando a las ccic lus ioneus 

I.-	 CuielI ji liC (ich)o nvno Va [Io cxi ste Y eso sign if ica qec(Iy1Ceil 
fue re~us;iinahe W inn~o %,era Ai GInA q~ue jxxI i a prop'ore i ulo l a 
i n f o nTiai jl Of <upw I~inLClaraIti O Q le (SI0 el no 

2.-	 Eso sumnif ica (pi, kh w;u~rvidur, quien recibio AI carpy de Pres iden
te en dehivntiee 5'Ipnmto a ta L.i c Otn nonu?:Wi 	 senhr de v ci 

'- I (i a , 11 
:J~ L Il,) 1. 1I 10i (W~ I VC l I I ICW I C I ) 

CIJC t 	I OW1 jC 

ltskvIcC7ibhn fes1)ra (IL nui vuhs Iiwra.K m(, atenlf a;"oete. 

SR. .IOSE LEO)N LF.."US 
Presideote 

JLl 
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Noviembre 22 de 1988.-


Senor
 
Coinage N. Gothard
 
Inspector General Regional
 
de Auditoria
 
Agencia para el Desarrollo
 
Internacional de los Estados
 
Unidos de Norte America
 
Tegucigalpa, Honduras, C.A.
 

Estimado senor Gothard:
 

En vista de la situaci6n real que escuchamos de su parte y dernhs Audito
res de la AID, en relac16n con el reporte oficial de Auditoria en cuanTo
al manejo de fondos en el Programa de Nutrici6n que fue canalizado a tra
v6s de CESAD, pero adminsitrado por los seores Lie. Manuel de Jes6s QuT
i6nez, Dr. Carlos Bautista, senor Mario Hugo Benltez y el 
Ing. Jaime Cha
con, no podemos 
as que sent irnos consternados, porque segu'n vuestro in-forme se corprueba que hubo mal manejo de fondos, cuantiosos en cuentaspor cobrar que a vuestro criterio no se encontraron documentos justificadores de dichos gastos.
 

La pena es grande, poc'.le CESAD como Instituci6n de servicio, ha sido ofendida, violando as! su Imagen y mistica establecida en Estatutos.susAdembs no comprendeos c;omo es quoposible tenenos en nuestro poder facturas con valor de mfis de 0 500,000.00, quO segOr, manifest6 ya esthn includas en la partida de liquidaci6n de gastos presentados, cuando entendemosque debeuian ustar en liquidaciowjes pendentes de acetaci6n,
 
Estariamos ,ns satisfechos, si nos permitieran hacerles llegar corentariosescritos por las principales direciones del Programs do Nutrili6n, co ,i:es
ol sehior Mario Hugo Benitez, el Dr. Carlos Baut sta y el Ing.que son los que tenerns a nuestro Jaime Chitc6n 
como 

alcance, posiblemente se pueden utilizarpuntos de referencit para establecer ideas mbs concretas sobre 1o de
las liquidaciones pendientes de aceptaci6n, que es donde nosotros no toneros elementos razonables que les puedan satisfacer la jus.ificaci6n de dTchos gas Los. 
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CFCaPQo, qjuc CESAD cutno JnittOLLCion Lieaic responsribilidad, pero al mismo 
tilempo laspxons qu. dii~ao-ihs odsdbrsr-1mds 

a discutir su responsabilidad en dichos manejos, esto es para que se ha
 
ga constar en sus archivos La opini6n de Los involucrados en el Proyec
to. Creemos tanbi n que se debe investigar por la responsabilidad del 
caio, a las personas que ejecutaron lo del transporte, pues nos preocupa 
el que se hayan pagado 6 meses anticipadamente de algo que segun datos 
de Auditoria no so realiz6, en este caso podemos citar al sehor Carlos -
Chac6n hijo del 
Ing. Jaime Chacon, quien manej6 buena parte del transpor
 
te y hasta se les puede pedir justificaci6n de su operatividad con docu
mentos fehacientes que satisfagan el comu'n interes por aclarar qu' paso
 
con esos dineros y quienes se beneficiaron sin justificaci6n alguna. lie
mos hablado con el Ing. Jaime Chacon y Dr. Carlos Bautista, y esthn dis
puestos en presentar argulentos y comentarios que nos pueden ser ftiles 
para establecer criterios que nos conduzcan a una salida rnfs honorable -

para los que estamos en conflicto. 

Nos gustaria se nos concediera una forna humana, viable y honorable c6mo
 
CESAD pueda errnendar esa p~gina negra.
 
Quisi'ramos que AID dispensara CESAD
a aquellas cuentas en las que se 
comprobara alguna justificaci6n que legitime el haber efecutado 
su opera

ci6n, ,naturalmente que to hacemos en vista 
no solo por ir curando este 
case, sino porque honestamente 
 CESAD no tiene fondos ni medias como liqui 
dar semejante gravmnen. Les reiteramos qua nuestra mentalidad es diferente
 
aunque La situaci6n es cruccialmente adversa e imposible por superar humana 
mente hablando, pero si ustedes no han perdido la visi6n humanitaria que
les ha caract uizidu e estos ac(aaous rumentos do nuestro pais, creo qua 
nos darhn su genurosa contribuci6n para que CESAD no sufra mrs de lo que 
ha soportado, creo quo si estuvi&ramos en condiciones de solicitarles al! 
guna foria de trat;6jo on que el Comilt pueda ir solventando dichos cargos,
seria muy saludable par niljsLru ospfritu de lucha por io sobrevivir deia cr 
sis. Lo qua deseamcw s qua CE.EJ no muera y siga intentando prestar la U
tiiidad para lo qua ue cruado. !ionestamente hablando, la presente Junta Di 
rectivti no ha tenido nbsoluta 'v nncia que ver en el manejo do los fondos 
del Proyer-Lo do Nutriclu'n y v~lnne)a testifico como Prasidente de 
10 MiSMO, (quo es varcind que h Un3)do cownQ emplados, peo en Areas 
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donde [10 huiiun. t ul (10 dI1(Ivl y w VLr con la part f liian iera , Ao maolra
 
que, el rrTVnejo 0de los fowlcos (1i sct;si 6 , fue tral "jo tan to del 
Direcotor 
Ejecut iV L'OWV del (,te.u I WHAKI7,UO, U5tAiib di SI)tJUS toS a eSCLChar ,;U 
opini6n al CcS(2)cLo. 

En espera d2 su mrs alta consideraci6n, me suscribo de usted. 

Atentamente,
 

:7 

JOSE LEON LW1US 
Presidente. -

JLL 
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REPLY TO A1 ~ # 
A.T NOF3 R', D/DIR, USAID/EL Salvador
 
SUBJECTi USAID/El Salvador Comments on the Draft Non-Federal Audit
 

of CESAD
 

TO, Mr. Coinage Gothard, RIG/A/T
 
APPENDIX III
 

With the exception of minor editorial comments on 
the
draft, which were provided to you separately on a marked
 
up version of the draft report, the USAID has the
 
following substantive comments.
 

1. 
Price Waterhouse has made nine recommendations, eight

of which could be implemented only if the USAID were
to reactivate its Agreement with CESAD, which for

obvious reasons we 
cannot imagine that Price

Waterhouse or 
the RIG/A/T would recommend. The one
recommendation that the USAID should implement is
"USAID/El Salvador should require CESAD to provide
adequate and reliable (bona-fide) documentation to
 
support all 
costs charged to thie project." The other
eight recommendations should be directed to CESAD and
the USAID should not be held responsible for
compliance as 
no USG interest is involved, given that
the Mission severed its relationship with CESAD in
 
April, 1988.
 

2. The USAID believes that certain "Questionable Costs
 
presented by Price Waterhouse should be adjusted%
 

a. Equpment. CESAD returned to 
the USAID equipment
wit!7TCe 1987) an cquisition Cost on CESAD

records of at 
least 313506 3 (a listing has
been provided to the RIG/AT). 
The total would
 
have been larger if CESAD had made available to

the USAID the acquisition co't of other returned
 
items. Also, the US 
 value of those items
* purchased prior 
to 195, when the previous

exchange rate was 
2.5 to 1, would have boen

doubled if the purchase dates had boen available.4
 

........... 
.... . .d 
 .....
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b. Ph 4S3O Tit le 11C' i'l r; CJX3AD returnrl to 
the USAII) 53]. _ to.1 of olidi]witil an 
esLimnaLcd PL4 W9 'Prura Co.st of :12?4,112 (a
listifloU has~ L-eeri pr ov'ided Lo LlIt_ IA/ 

C. Locatl JOW) W01(h fOCA MA' tqr AM Iural 

SiO Lc.hO Aqrwp -n a l 'ILrfop t he 

uv'iil ~tcont rol Whaii Wa r 2(' 1' iC1 l5; Lliu J lat.rs 
p~roce'ss, all1 que1sL innal-hcostsL~ for rhyrn kom 
whe~re~ rIi, (li I ;)r.91 -m: is prio ql [ rojv (it LiN IO d 

The1 Coopnra~ivn MAtrem21L MateS rtre fol lowing 
withb rc ard to LIPhe ptirchIa e of food and 

5. D)i ni r iI=i an Af hi ( rda nar and 

anir ic'I viuro I ~ ~ ' i onl -i11 1It r 5i on.)1 

'upIp ins ' n 1.1p a i I ami1' I i" w 1)1 arlie 

reLurlirv t ()i Iv'll I1 ' (1 i(JIur k or, 
prmrrianenftlC~ '1' rw0 Ie 1 L. ( I nff,Il t us . 

''1. Ac 2's 'r 

b. P''s:'rronfur 1)3 OrLilrit 

'NP-! corn '111A 1Vanl ica(_dn will )e 

for -3it Mil lI~ni Lr) p-~rIAN.I~ipLKIr 
ifl.'t Lui iu;s prior1 Lo tip,' start. 

AI(1 '11A ru phi2]' wni r! ( nrtr fr: 
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